STRATEGIC FINANCE 


MBA 


Assume the following scenarios using CHERAT PACKAGING LIMITED: 

1: You are an existing shareholder of CHERAT PACKAGING LIMITED 
2: You are thinking of investing in shares of CHERAT PACKAGING LIMITED 
3: You are the Financial Manager of CHERAT PACKAGING LIMITED 


Based on each separate scenario above, consider that 

a) The company is considering launching a product which is basically 
plastic bags for retail industries. 

b) The investment will require acquisition of new land at HUB River 
Road. 

c) All financing will be in the form debt-to-equity ratio of 80:20. 

In view of these different scenarios above, what will be your stance with 
respect (a), (b), (c) 


Short-Calculation I 

Assume, on January 1 st , 2018 you acquired some 10,000 shares of Cherat 
Packaging Limited when the price was hovering at Rs. 200.00/-. Today, the share 
price stands at Rs. 168.51/- 

Check the market-to-book value of your investment (a) when you bought the shares 
(Use 2017 figures) (b) as of today. Also discuss and give your thoughts on this. 


Short-Calculation II: 

Consider for instance that the WACC of CPL is 22%. The company does increased 
its profit marginally, has real value been created, along with the value creation last 
year assuming the WACC is same. Also check the return measure using ROCE. 

Short-Calculation III: 

Check your ROE for both 2018 & 2017, and identify which areas have affected 
(either upward or downward) with respect to your ROE. (Tax rate 31%) 
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Statement of Profit or Loss 

for the year ended June 30, 2018 


Turnover - net 
Cost of sales 

Gross profit 

Distribution costs 
Administrative expenses 
Other expenses 

Other income 

Operating profit 

Finance costs 

Profit before taxation 

Taxation 

Current 

Prior 

Deferred 

Net profit for the year 

Earnings per share - basic and diluted 


Note 




(Rupees in 000) 

23 

7,091.653 

6,443,932 

24 

(5,993,321) 

(5,187,454) 


1,098,332 

1,256,478 

25 

26 

27 

(98,022) 

(75,475) 

(60,661) 

(117,198) 

(62,145) 

(60,582) 


(234,158) 

(239,925) 

28 

28,971 

20,508 


893,145 

1,037,061 

29 

(128,262) 

(64,118) 


764,883 

972,943 


5,040 

(58,844) 

(265,069) 

(22,715) 

16,890 

30 

(53,804) 

(270,894) 


711,079 

702,049 

31 

Rs. 21.79 

(Restated) 

Rs. 22.81 
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Statement of Financial Position 

as at June 30, 2018 


ASSETS 


NON-CURRENT ASSETS 

Fixed assets 


Property, plant and equipment 

4 

4,782,451 

1,816,165 

Intangible assets 

5 

5.940 

7.301 


4,788,391 

1,823,466 

Long-term investments 

6 

475,518 

870,516 

Long-term loans 

7 

250 

325 

Long-term security deposits 

8 

9,378 

8,928 



5,273,537 

2,703,235 

CURRENT ASSETS 




Stores, spare parts and loose tools 

9 

172,085 

94,530 

Stock-in-trade 

10 

2,009,317 

1,494,637 

Trade debts 

11 

1,054,285 

898,551 

Loans and advances 

12 

19,888 

4.884 

Trade deposits and short-term prepayments 

13 

24,905 

9,166 

Other receivables 

14 

570,036 

256,752 

Taxation - net 


235,983 

89,211 

Cash and bank balances 

15 

8,638 

15,428 



4,095,137 

2,863,159 

TOTAL ASSETS 


9,368,674 

5,566,394 


EQUITY AND LIABILITIES 


SHARE CAPITAL AND RESERVES 


Share capital 

16 

336,022 

296,055 

Reserves 

17 

4.179.983 

3.720.822 



4,516,005 

4,016,877 

NON-CURRENT LIABILITIES 




Long-term financing 

18 

2,735,000 

570,000 

Deferred taxation 

19 

262,929 

204,085 



2,997,929 

774,085 

CURRENT LIABILITIES 




Trade and other payables 

20 

752,240 

546,806 

Accrued mark-up 


72,715 

21,746 

Short-term borrowings 

21 

936,625 

161,369 

Current maturity of long-term financing 

18 

85,000 

40,000 

Unclaimed dividend 


8.160 

5.511 



1,854,740 

775,432 

CONTINGENCIES AND COMMITMENTS 

22 



TOTAL EQUITY AND LIABILITIES 


9,368,674 

5,566,394 
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